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herein furnish information on current issues 


Reciprocal Trade Agreements—Momentous Decision Impending 


On June 12 of this year the Trade Agreements Act 
will expire. Under it, since 1934, the State Department 
has been negotiating reciprocal trade agreements with 
other governments. Twice extended by Congress for 
three-year periods, the Act again comes up for considera- 
tion, and speculation has been rife as to what its fate may 
be. Obviously, three courses are possible: renewal, ter- 
mination or modification. 

One often suggested modification is the requirement 
that the Senate confirm each agreement negotiated. This 
proposal has a certain logical support, if the agreements 
are regarded as treaties within the meaning of the Con- 
stitution. But this is a disputed point. Submission of 
each agreement to the Senate would mean that every 
question of tariff change would be thrown into political 
debate. Thus the advantage of separating questions of 
policy, dealt with in the Act itself, from the technical ques- 
tions requiring detailed knowledge and nonpartisan deter- 
mination would be lost. Much concern has been felt lest 
such a modification would virtually nullify the measure. 


The Constitutional Question 


With reference to the contention that the agreements 
should be regarded as formal treaties a Foreign Policy 
Association report says that “numerous precedents since 
the foundation of our government demonstrate that no 
constitutional or other legal considerations require Senate 
ratification of executive agreements. In no case where 
such agreements have been considered by the courts has 
the validity of an executive agreement been placed in 
doubt.”* 

It has also been argued that Congress is not authorized 
to delegate power to the Executive with so great latitude. 
On this point the document just cited says, “Changes in 
the tariff schedules made by the Executive under the 
flexible provisions of the Tariff Act of 1922 have been 
upheld by the Supreme Court in a decision declaring that 
such delegation is not unconstitutional if Congress ‘should 
lay down by legislative act an intelligible principle’.” It 
would seem that the Act defines a clearly “intelligible 
principle.” Mr. Hull said in his statement to the House 
Ways and Means Committee on April 12: “The original 
purpose of the Act of 1934, as stated in its first section, 
was to expand foreign markets for the products of the 
United States, and so to create added employment and 
added income in this country. This was to be done by a 

1“Reciprocal Trade Program and Post-War Reconstruction,” 
by Howard P. Whidden, Jr. Foreign Policy Reports, April 1, 
1943. New York, Foreign Policy Association (22 East 38th St.), 
25 cents a copy. 


process of negotiation and agreements, by which this 
country would obtain reductions in foreign restrictions 
against American products by granting similar reductions 
in American restrictions against foreign products. The 
concessions were to be adjusted ‘in accordance with the 
characteristics and needs of various branches of American 
production.’ The Act looked forward to increased trade 
in both directions, to the benefit of employment, income 
and living standards both in this country and abroad.” 

In the present political situation, in which Congress is 
endeavoring to strengthen its hand as against what is 
regarded as executive aggressiveness, it is reasonable to 
expect some pressure to put a limit on the State Depart- 
ment’s freedom, under the President’s direction, to nego- 
tiate agreements. This is one of the questions that are 
trying the mettle of Congress by forcing it to decide the 
manner and the areas in which it will reassert its power. 
Walter Lippmann has expressed fear that the growing 
power of the opposition may not cease with the recovery 
of a wholesome degree of independence on the part of 
Congress, but that the errors of Thaddeus Stevens and his 
following during the presidency of Andrew Johnson may 
be repeated, with similar unhappy consequences. 


Results of the Agreements 


Manifestly, the Trade Agreements Act, because of its 
declared purpose, has to be appraised realistically. Has 
it measurably increased our trade? During the period 
prior to the outbreak of the war in Europe substantial 
results appear to have been obtained in this respect. In 
1937, 1938 and 1939 the gains in exports, to agreement 
countries, over 1934, expressed in percentages, amounted 
to 72.7, 61.2 and 63.3, respectively. The corresponding 
figures for non-agreement countries were 48.9, 36.6 and 
31.8. Thus, during a period of expanding trade substan- 
tially larger increases occurred in exports to countries 
with which reciprocal agreements were in force than with 
others. Also, there has been a concomitant increase in 
the share of the United States in the total imports of the 
countries concerned. 

It is true that non-agricultural exports do not, on the 
whole, show any greater increase in the case of countries 
to which concessions were made than in the case of other 
countries. It is also true that no general increase in 
American imports from agreement countries, correspond- 
ing to that in exports to them has been experienced. Such 
increases as occurred seem to have been limited by the 
restrictions placed on the reciprocal agreements program 
by the terms of the Act. Summing up the situation the 
Foreign Policy Association report says: “The available 
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evidence, then, seems to indicate that the reciprocal trade 
agreements program has modified rather than determined 
the course of American foreign trade. But this fact does 
not impugn the value of the Hull policy as such. In so 
far as the trade pacts had imparted stability to commercial 
relations and opened channels for a freer flow of goods, 
they had achieved their purpose. What they had not 
accomplished up to the outbreak of war was to stimulate 
imports on the scale necessary if the United States was 
to play its proper role as a creditor nation. If the program 
is to be criticized on general grounds, it must not be 
because it has gone too far, but rather because it has not 
gone far enough in reducing our tariffs.” 

That a congressional verdict should have to be rendered 
on this new policy, which many people regard as one of 
the most important developments in our foreign relations 
from the point of postwar conditions, at a time when the 
war itself has changed the whole picture of foreign trade, 
is unfortunate. Yet the record of achievement prior to 
1940 in increasing the volume of exports is impressive. 
As Mr. Hull says, “We attained a measure of success in 
spite of the colossal difficulties that stood in the way.” 

Since the Act was passed agreements have been con- 
cluded with 27 countries. Sixteen of them are now among 
the United Nations—Belgium, Brazil, Canada, Costa Rica, 
Cuba, Czechoslovakia, El Salvador, France, Great Britain, 
Guatemala, Haiti, Honduras, Luxembourg, Mexico, the 
Netherlands and Nicaragua. Of the remaining eleven, 
six have broken off relations with the Axis nations— 
Columbia, Ecuador, Iran, Peru, Uruguay and Venezuela— 
and four are entirely neutral—Argentina, Sweden, Switz- 
erland and Turkey. Only Finland among the 27 nations 
is at war with one of our allies, though not with us. 
These facts, cited by Mr. Hull, do not of course indicate 
any correlation between political ideology and international 
trade, but they do indicate that the trade agreements 
negotiated have been part of a broad pattern of collabora- 
tion. 

Looking Toward the Future 


The policy represented by the reciprocal trade agree- 
ments is directly in line with the intention of the Master 
Mutual Aid (Lend-Lease) Agreement signed on February 
23, 1942. Article VII committed the United States and 
the United Kingdom to action directed toward “the elimi- 
nation of all forms of discriminatory treatment in inter- 


national commerce, and to the reduction of tariffs and 
other trade barriers; and in general, to the attainment 
of all the economic objectiyes” of the Atlantic Charter, 
The Foreign Policy Association report expresses the 
judgment that a renewal of the Trade Agreements Act 
would enable the United States to “pursue a policy not 
only in harmony with its own best interests, but in ac- 
cordance with the promises and hopes expressed in the 
Atlantic Charter, the Declaration of the United Nations, 
and the Lend-Lease Agreements.” On the other hand, if 
Congress should fail to renew it “other countries will have 
little faith that the United States intends to participate 
effectively in planning a world of expanding prosperity,” 


The whole question is closely related to that of “full 
employment” which has been frequently discussed in this 
Service. It is very doubtful if maximum use of the 
nation’s economic resources can be approximated unless 
the world as a whole has a new economic circulatory sys- 
tem. Although the problem of full employment can be 
solved by forced draft in a single nation or a small group 
of nations in wartime it is probably a global problem in 
peacetime. 

Furthermore, as Mr. Hull says, “stable peace and eco- 
nomic warfare do not mix.” The problem confronting us 
is one of laying foundations that will sustain the struc- 
ture of an enduring peace. The State Department is dis- 
posed to invite the most realistic appraisal of its trade 
policy. “I am confident,” says Mr. Hull, “that the more 
the subject is discussed the more clearly these facts will 
be seen by all of us, and the more nearly unanimous we 
shall be in our support not only of the measure now be- 
fore us but of all measures that make possible, in our 
own hard-headed self-interest, fuller international co- 
operation against the common scourges of poverty, social 
and political instability and war, and for greater abundance, 
social and political stability and secure peace.” 

Here, if ever, the lines of national interest and inter- 
national concern converge. There are signs that busi- 
ness men and industrialists, who are certainly “realists,” 
are tending to take this view of the present issue. Should 
it prevail, not only will the economic problems of the peace 
as competent observers see them be greatly simplified, 
but the whole tariff issue will be lifted one step further 
from the level of narrowly conceived national interest on 
which it has traditionally rested. &. 


One Way to Economic Health 


Either the incomes of the people must be high enough 
to buy at relatively high prices many more goods than 
have hitherto been consumed, or prices must be so much 
lower that more consumption and a higher living standard 
can come about with incomes at accustomed levels. These 
are the alternatives presented as confronting us in the 
post-war period in the current pamphlet in the Brookings 
Institution series Price-Making in a Democracy.’ “Tf,” 
says the author, E. G. Nourse, “the increased produc- 
tivity is not translated into widely distributed purchasing 
power, this potentiality will not be realized in practice 
and the prospects that resumption of business under pri- 
vate enterprise will be effected on a basis of full-scale 
national production will not be bright.” Continuing, he 
says: 

“One of the greatest difficulties of the modern indus- 
trial period has been the inability of many business man- 

1The Timing of Price Changes. By Edwin G. Nourse. Wash- 
ington, D. C., Brookings Institution, 1943. 25 cents. Chapter X 
of a forthcoming book. 


agers really to grasp the fact of how productive their own 
technologies and organizations would be if given a chance 
to operate at full capacity. ‘They don’t know their own 
strength’ nor realize the flood of product there would be 
to distribute to the mass of consumers if they really ‘let 
themselves go’ in the unrestrained use of the nation’s na- 
tural resources, manpower, and managerial ability. All- 
out war has taught us that lesson in part. Men close to 
the facts of war production have had their eyes opened 
to feats of productivity that beggar the belief of those who 
have lived in the twilight of industrial effort which we 
had from 1930 to 1940,” 


The Right Time and the Wrong Time 


But the economic advantages of a low-price policy can 
not be realized by using it only when depression is at hand. 
It is then too late. An “epidemic of price-cutting” occurs. 
“This, in turn, leads to a vicious sequence of declining 
confidence, impaired credit, forced liquidation, unemploy- 
ment, loss of purchasing power, and so on indefinitely. 
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Such a process does not engender recovery in our inter- 
related industrial and financial world. Rather does it 
lead to a needlessly long prostration from self-inflicted 
damage.” This is the reverse of sound low-price policy. 
It is “about on a par with bleeding the patient, as old- 
time doctors did, regardless of the character of the ail- 
ment. . . . Instances can be found in which price cuts 
judiciously timed, aggressively executed, and skillfully 
advertised have had a quickening effect on the business 
of particular firms or even industries. But this sort of 
price cutting is a mere tactical maneuver, suggestive of 
the smart general who counts certain personnel and equip- 
ment as ‘expendable’ in a local foray designed to create 
a more favorable general situation.” 

No, the right time to apply the low-price policy, says 
Mr. Nourse, is in prosperous times. “It should start 
early and be pursued aggressively. If efficiency gains are 
passed on to the consumer market as fast as they can 
be developed, they nurture and expand consumer demand 
instead of blighting it; they hold the profit rate to a con- 
servative level that rewards capital but does not encour- 
age over-capitalization of assets, speculative operations, 
boom, and collapse.” 


If, on the other hand, a high-price, high-profits policy 
is followed during a sharp up-swing “investors and specu- 
lators start to pick up the stocks of companies whose re- 
serves are expanding or book values increasing. Sooner 
or later, these improved positions will be reflected more 
or less fully in higher dividend rates, extras, and stock 
split-ups. Such distributions increase the buying (and 
borrowing ) power of stockholders as well as their willing- 
ness to ‘bid up’ the stocks whose ownership has become 
increasingly attractive. Under our system of commercial 
credit and margin trading, the possibilities of stock price 
increases are still further enhanced (even under the safe- 
guards imposed by ‘securities and exchange’ regulations). 
There are also new corporate promotions, not based on 
capacity shortage or permanent earning power, but on the 
ease with which stock can be unloaded on the public.” 

Familiar accompaniments are land-and-building booms, 
inflated sub-division projects, Empire State buildings and 
Foshay Towers. They capitalize insubstantial profits and 
are the stuff of subsequent depressions. A boom “de- 
velops just those unhealthy characteristics that lead to 
its own collapse. In the subsequent down-swing, the ex- 
cess profits impounded in a depression reserve not only 
will prove to be needed but also will then be dissipated 
to no purpose beyond merely preserving the life of the 
company—bringing neither recovery nor a higher level 
of productivity.” 


High Prices and Wage Demands 


The labor angle of all this is important. Boom prices 
stimulate demands for pay increases partly on the ground 
of the increasing cost of living and partly on the ground 
that the owners are making bigger profits. [This is illus- 
trated at the moment in both particulars. While the war- 
time situation is far from typical, the inflationary trend is 
occasioning an almost irrepressible demand for higher 
wages. In this case, however, the farm groups seem quite 
as aggressive.] “Hence it is a much sounder long-run 
policy to hold profit rates stable at a moderate level and 
adjust prices downward as either improved efficiency or 
expansion in volume lowers unit costs. To follow the easy 
road to. large short-run profits which can be extracted 
from a market infected with boom psychology is to mis- 
take the shadow of price inflation for the substance of 
productivity gains. Higher capitalization of properties 
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and higher money incomes carry danger rather than bene- 
fit if the advances are not based on increased productivity. 
Prosperity is spelled by more goods for the same money, 
not by more money for the same goods.” 


A Melancholy Example 


Even in a day of kaleidoscopic change and rapidly 
fading memories, all of us recall the “disappointing re- 
covery” of 1937 to which the author refers. The indices 
went up very encouragingly and wide hope was held that 
the end of the depression was at hand. Mr. Nourse is not 
concerned here with the much debated government policy 
of “deficit financing” but with what businessmen did. 
“With what sort of policy did price makers meet this 
painfully initiated but gradually accelerating recovery 
movement ? 

“In simplest terms, it would seem that many business 
executives took the position: ‘We have been going through 
a long period of starvation, of little business and less 
profits. Now business is reviving, purchasers are entering 
the market. We will move prices up so that profit mar- 
gins will be such as to recoup the losses we have suffered.’ 
They did not seem deeply concerned to bring plants to 
capacity operation and to seek money profits from volume 
of sales rather than width of profit margins. They did 
not manifest any great caution lest higher material costs 
and equipment prices and (on the part of union officials) 
stiffer wage rates might have a blighting effect on business 
enterprises just struggling to regain their footing.” 

During this period there were many substantial price in- 
creases, often 10 to 15 per cent. In important industrial 
and construction materials prices went much higher. The 
wage index of 25 manufacturing industries which stood at 
109.0 in 1936 rose to 121.9 in 1937. The index for all 
building trades rose from 96.6 in 1936 to 103.4 in 1937 
and 112.6 in 1938. The makers of price and wage policy 
failed to see the situation “as one in which growth in 
volume of goods and services sold was the prime con- 
sideration” and in which “nascent recovery could best be 
nursed along through reliance on moderate prices.” 


After the War 


Mr. Nourse sees evidence that the impact of the war 
has not been without educational effect. “Industrialists, 
bankers, merchants, and even laborers and farmers, have 
said during 1940, 1941, and 1942: ‘We know from the 
experience of the last war that a runaway advance of 
prices does not benefit us but, on the contrary, does us 
great harm. We do not want—cannot afford—to have 
“war inflation” repeated this time.’” Public support for 
price controls is a wholesome indication. Yet pressure 
groups have continued to win “exceptions,” and there 
have been “duration” advances reluctantly allowed, others 
“frozen into trade union or other institutional price rela- 
tionships,” and still others “entrenched only behind such 
price-determining size or competitive strength as the par- 
ticular sellers happen to have.” The net result is bound 
to be a considerably higher postwar price level than that 
of the spring of 1941. Probably OPA will have to be 
continued for a time. 

Business men will very likely feel that “wherever wage 
rates have been raised, raw material costs advanced, or 
tax burdens increased it will be necessary for them to 
make compensatory mark-ups in the selling prices of their 
products. Wage rates have gone up so steadily and so far 
and taxes have expanded at such an unprecedented rate 
that it is only natural to feel that prices must go up in 
proportion.” But, economist Nourse warns, “business- 
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men at this crucial period cannot afford to chart their 
course on the basis of what it would be natural and easy 
to do. They need to consider searchingly the full impli- 
cations of such a price procedure and the long-run as well 
as the immediate economic consequences which would flow 
from it.” The crucial point is that they must keep in 
mind the possibilities of the “purchasing power realized 
from full employment.” No sure prediction can be made, 
because of the uncertainties in the situation, but “manage- 
ment must be all the more alert to hold prices down to a 
point where full product can continuously be taken off 
the market by the current purchasing power. If the 
product is not absorbed by the market, there will be no 
possibility of going on turning it out, employment will 
not be kept up to full scale, plant will not be used to 
capacity, and we shall be back on the level of unsatis- 
factory performance which characterized the thirties.” 


Labor, too, has an important part to play. “The union 
officials, by exploiting war pressure to push wage rates 
up wherever and as far as they can and by insisting on 
maintaining emergency rates when we are trying to get 
back on a peace basis, may create maladjustments that 
prevent effective operation at various points in the sys- 
tem and may throw the whole into confusion.” On the 
other hand, “the mere fact that a wage rate is higher does 
not mean that it is too high. An attempt of employers to 
solve their postwar problem by a general ‘liquidation of 
labor’ such as was sought after the First World War 
would promote more disruption than true economic ad- 
justment.” 


An interesting suggestion is that contingent wage rates 
might be established, based on volume of employment. “If 
the employer who provides 300 days’ employment in a 
year could get his labor for $1.25 per hour while the one 
who provides only 200 days of work would have to pay 
$1.60, there would be a strong incentive for employers 
to operate on a full-work basis. Declining labor costs 
would facilitate lower prices of houses as output increased, 
while annual income of workers would also be increased.” 

Very cautiously Mr, Nourse expresses optimism con- 
cerning postwar productivity. Searching—even skeptical 
—scrutiny should be given to the “assumption that there 
will not be enough technological improvements available 
in the postwar period to make it possible for producers 
to absorb many (though not necessarily all) of the wage 
advances that have been introduced and to carry the tax 
burden out of the proceeds of full-scale operation of our 
industrial plant.” The potentiality of technical produc- 
tivity is beyond all precedent. 


All of this is addressed primarily to businessmen. But 
these businessmen are largely churchmen, some of them 
members of men’s clubs and forums, and seriously con- 
cerned to find wise solutions of their problems. They are 
not looking to the church for technical counsel, but the 
underlying moral appeal implicit in all this economic argu- 
ment is clear. It is of the essence of the church’s social 
message, for it calls for an ethical perspective on business 
problems, the substitution of the long view for pre- 
occupation with immediate advantage, and the correction 
of a too private interest by reference to social stability and 
public wellbeing. 

Furthermore, in economic life the basic problems are 
in reality everybody’s problems, for the ultimate arbiter 
is persistent public opinion. Thus everyone who partici- 
pates in the making of public opinion has his part to play. 


Christian Appeal, Nazi Style 


From the /nternational Christian Press and Information 
Service at Geneva, Switzerland, we have the text of a 
message sent out at the beginning of this year by the 
Spiritual Advisory Council of the German Evangelical 
Church. This is an agency of the State Church Ministry 
which issues to the people the kind of religious preach- 
ments which the government wishes them to hear. Por. 
tions of the message are interesting as throwing light on 
the ideological adaptation and utilization of the Christian 
faith. It says, in part: 

“The living God, Creator of heaven and earth, became 
true man in Jesus Christ, and has in His Son opened 
His heart to us in the midst of earthly history. Who- 
ever believes in Him is certain that God is with him in 
all things. All reality comes into the light of the eternity 
of God. In everything we know that His fatherly hand is 
acting upon us. 

“German Evangelical Christendom has always stood in 
full community with our nation for better or worse ; today 
too, it is unquestioningly taking part in its battle and 
sharing both its good fortune and its cares. It is one 
battle that is being fought, and it is the whole nation 
that is fighting it. 

“On this day we remember in heartfelt love all those 
who are fighting for us and risking their lives every day; 
we remember all the wounded in the hospitals, all the 
injured who have sacrificed their health. We remember 
all whose heart is with a loved one facing the enemy, 
and who yet have to carry out their daily duties in full. 
We think of the bereaved whose sacrifices we have al- 
ways to honor. We think of our fellow citizens who have 
lost home and health through enemy attack. We are cer- 
tain that the Gospel of Jesus Christ shows itself to us, 
as the eternal God, in everything committed to us, as help 
in all distress, as a refuge in all care, as comfort in all 
suffering. The church which gathers round this Gospel 
and lives by it must today show itself in a quite special 
way as a community of love which bears and gives help 
and excludes nobody. 


“The task of the church is to preach the Gospel, ad- 
minister the sacraments, and do pastoral work. The more 
faithfully it fulfills this task, the better does it serve the 
German nation. It must not and will not ask anything 
for itself; what it desires is always simply the possibility 
to do its service. Our love is not divided between Church 
and nation: precisely on the basis of faithfulness to the 
Gospel, we shall never ,cease to play our part for our 
nation with all our work and our prayers. 

“Thus then at the beginning of this year we lift up our 
hearts and our hands to the Lord of our life, and pray 
Him for our valiant army, that He may maintain in it the 
power for fight and victory, for our nation, that He may 
not forsake it, and for our Fithrer, that He may grant 
him His support and bless his work for our nation... .” 


Farm Work for City Youth 


A practical manual for the use of ministers and lay 
leaders in city and country churches, entitled The Church's 
Responsibility for Youth in Wartime Agriculture has been 
prepared by a Joint Committee representing the Inter- 
national Council of Religious Education, 203 North Wa- 
bash Avenue, Chicago, and the Home Missions Council 
of North America, 297 Fourth Avenue, New York. Copies 
are available from these organizations at 5 cents each, 
with rates for quantities. 
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